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I. Introduction
Milton Friedman is one of the most popular economists and classical liberal thinkers. A survey (Davis, Figgins and Klein, 2011) of favorite twentieth-century economists put him in second place in popularity, barely below Keynes. He is a sometime advocate of free markets, liberty, and personal choice and responsibility. His philosophy that there should be completely unregulated markets and his opposition to government intervention and welfare has numerous exceptions.
The present paper is devoted to an analysis of one of them: education.
In section II we claim that Friedman compromises with the tenets of economic freedom in the case of education. Section III is devoted to an exploration of public education. The burden of section IV, our concluding section, is to consider some possible solutions.
10.5709/ce.1897-9254.126 DOI: CONTEMPORARY ECONOMICS Vol. 7 Issue 4 111-122 2013 education, "Monopoly and uniformity have replaced competition and diversity. " The solution that he lays out in his book (M. Friedman & R. Friedman 1990 ) is to stop government subsidizidation of public schools 1 and instead subsidize the students.
2 Each child will receive a voucher worth a certain amount of money that he can spend only on education. This program would ensure that every child gets an education at an institution of his choosing. However there are many flaws in this plan that result from several misunderstandings of education -and free markets.
In developing his theory on education, Friedman throws out the traditional framework for understanding economic phenomena. Opportunity costs, subjective value, the benefits of mutual exchange, and the importance of economic choices are all ignored.
Compulsory education, coercive taxation and the importance of government mandated curriculum are accepted without question.
The benefits of schooling are assumed to outweigh the costs, justifying the required attendance laws and government funding of education. However, this statement cannot be made because of subjective value.
When there is trade on a free market we can say that both parties benefit from the exchange in the ex ante sense. When there is no trade it is impossible to say whether or not there would be benefit from an exchange. No one can quantify or objectify the valuations of other people. Only through voluntary trade can we say that people are made better off. Compulsory education laws remove the voluntary aspects of the interaction thus, rendering false the assumption that education benefits everyone.
Another unwarranted assumption is implied when standardized tests are used as the measure of the quality of schools (M. Friedman & R. Friedman, 1990, p. 156) : that there is somebody who knows for sure what students ought to learn. All pupils are grouped together as if they all demand to learn the same exact things.
But each person is unique and has his own value systems and goals. Even for a single child it is impossible for a central planner to know what he should learn to maximize his productivity. To do this, a central planner would have to have the ability to predict the future, which is not possible because he cannot possess all the tacit knowledge of every actor in the economy. Before the twentieth century in the United States, school leaders thought it was important to teach Latin and Greek, but with the industrial revolution in the late nineteenth and early twentieth centuries, these studies were replaced by science. Especially with the speed of innovation, we see in the economy today, it is impossible to predict which inventions will come tomorrow and what knowledge they will require.
We readily acknowledge that characterizing Milton
Friedman as a central planner will ring false in the eyes of many. He is widely known as a champion of laissez faire capitalism. However, his actual record does not at all support this reputation.
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Another important factor that is overlooked is opportunity cost. Even if we entertain Friedman's assumption that education is beneficial to all students, we still cannot say that all people would be best off if they were educated. The economist must look at the alternative goals that must be given up. By forcing children to go to school, resources are misallocated because children spend more time in education than they otherwise might have and tax payers pay more for education than they would have. Maybe the student's time would be more productive if he invested it in on the job training or maybe the taxpayer's money would be better spent on other, more valuable, goods. We do not know though, because consumers are not allowed to make that choice. "Free to choose, " indeed.
The prosperity of the market depends on the economic freedom of people to make choices on how to use their own scarce resources. Out of these choices comes trade, savings, investment, and economic growth. Where these choices are limited by government intervention, so is wealth. It is amazing that in a book entitled Free to Choose that the importance of choice is so poorly appreciated, let alone understood. Choices driven by subjective values are made based on perceived opportunity costs and tacit knowledge (Hayek, 1948) . Only by allowing choices to be made on a free market can the most productive actions take place. Vouchers limit choice. They require that a certain amount of money, extracted through coercive taxation, be spent on education. Students are able to use vouchers to choose among more schools but fully free economic decisions cannot be made. The goal of the voucher system is to stimulate competition, the lack of which is the perceived problem. With 90% of k-12 students enrolled in public education (National Center for Education Statistics, "CCD Quick Facts"), the market-share is large enough for Friedman to consider public schools a monopoly, but he adopts a meaningless definition of this concept and overestimates the control government has on education.
Monopolies only exist when entry into an industry is prohibited by law. The concentration ratio of an industry is of little importance. Having a 90% marketshare is not necessarily monopolistic. The true problem with single-seller status is how it comes into being. There are two and only two ways this status can occur.
First is voluntarily. A firm sells a product that consumers value more highly than the price they pay for it. The firm may be the first to create this product, or it may be able to produce a higher quality or less expensive version than any competitor. In this way, the single seller status is gained by serving the consumer better than any other firm. As long as new suppliers are legally able to enter the market, even if there is only one firm, there is the threat of potential competition. The second way, the monopolistic way, is through state prohibition of entry into the market. 4 The low quality of education and the few options are not the result of a government monopoly. Subsidies force taxpayers to pay for education they otherwise would not purchase while compulsory attendance laws force students to consume a service they otherwise might not consume. On top of these laws is the socialist nature of public education. All of these hurt competition, but none of them are monopolistic. Competition is not prohibited by them.
What is the case for compelling childless people to contribute to the educational needs of others? Friedman (1972) resorts to neighborhood effects, or external economies. This is the idea that even those without offspring benefit when youngsters are educated. They are less likely to be criminals, more likely to vote intelligently, etc. States Friedman (1972) There is therefore a significant 'neighborhood effect. '
"What kind of governmental action is justified by this particular neighborhood effect? The most obvious is to require that each child receive a minimum amount of schooling of a specified kind. " This is highly problematic from various points of view.
First of all, this claim of Friedman's puts paid even the more to his very precarious reputation (Rothbard, 2002) as a supporter of free enterprise. Advocates of laissez faire capitalism advocate less government intervention into economic affairs, not more. Secondly, Friedman confuses the normative and the positive. When he maintains that there are in effect spill-over effects, that the education of child X will benefit person Y, even though the latter pays nothing for the former, he is firmly ensconced in the world of positive economics. But when he concludes from this that "governmental action is justified" he enters the realm of normative economics. He is deducing an "ought" from an "is, " a process that has been eloquently refuted by Hume (1739, pp. 455-470) 
III. Public education
Public education has the advantage of being an extension of the state, which has a monopoly on the legal use of force. It is a socialist institution that does not depend upon voluntary interactions to fund its operations. Attending a public school comes at no additional out of pocket cost to the student because the institution's funds have already been forcefully removed from the taxpayer and the student's attendance at a school is mandated, so there is no opportunity cost either.
Private schools must not only outperform the state schools, but over and above that create the additional value of tuition for the consumer. To attend a private school a double tuition must be paid, once through taxes for the government schools and a second time for the private institution. 7 For a minority of consumers the additional price of tuition is worth patronizing the higher quality free market alternatives. For the majority, the double tuition that must be paid to attend a private school exceeds the gains of a better education.
The average private high school, when adjusted for socioeconomic backgrounds, registers no difference in achievement test scores vis a vis its public counterpart (Cloud, 2007) . Although private schools can obtain accreditation and create their own ways to signal student achievement, a high school degree from a private school has the same value as one from a public school in the eyes of virtually all employers.
Firms seek workers with high school diplomas, not because it means they have the job skills that are required, but because it indicates they have the necessary work ethic and perseverance.
The private school does have an advantage when it comes to entrance into college. They outperform public schools on SATs (Cloud, 2007) , which, unlike achieve- Private education can only compete for consumers who value the environments that public schools fail to provide or the higher standard of education purely for the sake of learning. There is little to be gained from private education for those who seek it as a pathway to employment or as the fulfillment of a legal obligation to attend. These institutions however do provide a sorting function in the marriage and friendship markets.
To fix the problem of failing public schools major reforms must be made. The power of the teachers' unions and the calculation (Mises, 1981) , knowledge (Hayek, 1948) , and incentive problems of socialism make reform of public education all but impossible.
If we threw half the GDP at them, this might lead to some gains, who knows? But the costs of even slight improvements in terms of alternatives foregone would be prohibitive due to its socialistic elements. It is education policy that must be changed to fix America's education system. Vouchers are one attempt at making the necessary reforms. But this is only a new method of redistributing wealth that has disastrous economic effects. Friedman failed to take into consideration the purposes of education, without which we can never truly understand the true purposes or consequences of reforms.
"Hardly anyone maintains that our schools are giving the children the tools they need to meet the problems of life (M. Friedman & R. Friedman, 1990, p. 151 ). " He does not say what these tools are, but there is no reason to believe that these skills could not be learned outside of formal education at home, play, or work. In the history of mankind the majority of the human race lived without ever stepping foot in an institution of learning but were still able to face the problems of life. He also states, "the parent and child are the consumers (M. Friedman & R. Friedman, 1990, p. 157) . " This is a blatant falsehood. If they were really consumers, they would pay their own bills and there would be no compulsory schooling. Yes, "Parents bear most of the cost (M. Friedman & R. Friedman, 1990, p. 162) . " However without government involvement businesses and charities would pay some of the costs.
There are three main services of schooling: teaching, childcare, and signaling productivity of students to employers. In teaching, private is superior to public education. However learning is of little economic significance because its marginal value can be difficult to measure. It cannot be known if learning the bill of rights well enough to write essays about them will be more profitable than merely answering multiple choice questions on this subject. The other two services are more easily calculated. Parents can compare their salary to the cost of child care and then determine if it is better to work or stay at home to take care of their child. The value of a degree is imputed from the value of the job that the consumer of education believes he will be able to obtain.
The purpose of child care is to allow parents to pursue activities that are more profitable than taking care of their child. Lower costs of child care make alternative activities more profitable for the parent. Free education would allow parents to increase their productivity. However schools funded by government vouchers are not free. The taxation and compulsory attendance that forcefully changes the family budget compels the parent to select the next most profitable alternative to raising their child. Parents are no longer free to choose the most profitable action for them and their child given their income. Families that are better off when they home school instead of paying for private school tuition will send their students to private schools because they are already forced to pay for it so it comes at no additional cost. In this way vouchers destroy value, not create it.
The other use of education is for signaling the marginal revenue productivity of workers. In doing this it plays a vital role in the structure of production in advanced economies that require more specialized human capital. Friedman's vouchers, by continuing to allow a governmental k-12 education, to be obtained at no additional cost, artificially increases the demand for education, as does "free" public education. When more students go to school, more years of attendance are required by a student to distinguish himself from others as to demonstrate their productivity to employers. The immediate effect is that students will start pursuing higher and higher forms of education. Government subsidizing education thus results in a boom and bust for the consumers of education and employers of recent graduates from higher academic institutions. 8 Students go into college expecting to be able to achieve a greater income than they would have had it not been for the extra education. Their expectations are based on what graduates with the same degree have earned. This is determined by looking at beginning and long term salaries of the expected job.
However initial pay is based in part on the current supply of people with the degree and longer term compensation is dependent on the supply of people with degrees earned in the past. As vouchers increase the number of students with a college degree employers begin to receive more applicants and must turn more people away. At this point students realize that their degrees are not worth as much as they thought they were. Their calculations are distorted because of government subsidies. The resulting unemployment and underemployment is the bust resulting from government funding. Students are then incentivized to go on to graduate schools and receive a more specialized degree that, besides distinguishing them from other job applicants, all too often produces no extra value for the student or the employer; for example, PhDs in feminist studies, black studies, queer studies, sociology, religion, literature and their ilk. This further artificially increases the structure of production for human capital. Can it be objected that vouchers do not subsidize educational establishments, per se, rather they finance pupils? No. Educational vouchers subsidize the entire industry, when compared to free enterprise, where neither schools nor students benefit from money mulcted from the long-suffering taxpayer. Vouchers may be an improvement in cost and outcome of education over public schools, but they still suffer from this market distortion (Forster, 2013 ).
Under our current system indebted students are creating an economic incentive for politicians to lower the costs of college as a way to gain the youth vote.
We see this now with President Barrack Obama trying to keep interest on student loans low (Feller, 2012; Kadlec, 2012) , but these loans have existed as forms of politicians buying youth votes for decades. Under a voucher system this continues. Where there is government funding of private institutions, a framework is created that could easily be extended to also include the state payment of tuition at private colleges and universities.
M. Friedman and R. Friedman (1990, p. 152) 
IV. Solutions
Before looking for a solution for education, the goals of reform need to be determined. M. Friedman and R. Friedman (1990, p. 170) perceived the result of vouchers as being, "the quality of all schooling would rise so much that even the worst, while it might be relatively lower on scale, would be better in absolute quality. " Quality may increase from vouchers but who is to say how high quality should be? Everyone in the economy could divert all of their labor and resources into education to maximize the quality, but there would be obvious insurmountable opportunity costs. The focus of education reform should not be to maximize the quality of education. The goal should be to maximize the value gained by individuals in all of their pursuits towards happiness, not just education. Friedman is effectively imposing his subjective value for education on everyone and ignoring the possibility that they may be able to use their time and capital to invest in more profitable opportunities.
Vouchers only exacerbate the problem with our current system. They reduce the return on education while its attempt to manufacture choice only misalloVizja Press&IT www.ce.vizja.pl cates capital. There is only one solution to education that will work, and that is the total abolition of all government involvement in education. M. Friedman and R. Friedman (1990, p. 38) Is the best way to help the poor to throw money 9 at them? Common sense and thousands of years of experience are united in giving a vociferous No to this question. It is not for nothing that parents fear to spoil their children by bestowing too many gifts upon them at too early an age. If teens cannot learn these hard lessons of life, they will be handicapped later on in their careers. Those who believe that welfare helps the poor would do well to take to heart the insights of Murray (1984) , who demonstrates that dependency on the dole does not help the least and lost amongst us. Then too a government that can give can take away also. The state on net balance impoverishes the poor, not the other way around (Gwartney, 1976; Williams, 1982) .
In relatively rich countries, where statist intervention is lessened, the poor tend to do better, financially and in every other way, than even the middle class, if there is indeed any such thing, where government plays are larger role, riding roughshod over the economy. When cars, computers, televisions, air conditioning were first introduced, did the poverty stricken have access to them? Of course not. But, as technology improved and mass production swung into gear, this soon changed.
Nowadays, it is the rare poor person who cannot boast of these items. And then of course there is private charity, which smoothes out the rough spots (Olasky, 1992; Rothbard, 1973, pp. 175-212) .
These considerations apply, also, to learning. Where would the poor be better off education wise, or otherwise: in a rich relatively free enterprise country with no free public education, or in a less well off nation, where the economy is retarded by government intervention into the economy, but are given "free" but relatively poor quality schooling? It is not at all clear that the latter is preferable to the former, from the perspective of the downtrodden. Nor is it even obvious that the (mis) education they receive is an improvement upon on the job training and apprenticeships. Block, 1999 Block, , 2003A, 2010A, 2010B, 2011 Barnett, 2012-2013; Friedman and Block, Vizja Press&IT www.ce.vizja.pl
